Making the connection between physician performance and pay.
Cost competition in health care, the demand for physician performance data, and the need to minimize fixed costs, such as automatic, annual physician pay increases, have prompted healthcare organizations to develop physician compensation structures that deemphasize fixed salaries and introduce variable pay tied to measurable performance goals. Case studies of this shift in approach to physician compensation at two organizations--a large, multispecialty group practice and a medical school affiliated with an academic medical center--show how replacing traditional pay systems that were ineffectual in fostering organizational improvements with compensation systems that tied pay to performance resulted in both improved physician performance and lower overhead costs.